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Improvement of Employer-Employee 
Relations 


By Harotp B. Bercen, McKinsey & Company 


T A TIME like the present—when many countries 

are fighting desperately for their very existence— 
our own national unity assumes a new importance. 
During recent years, a foreign observer might well have 
questioned the national unity of our country as he saw 
management and labor pitted against each other in a 
struggle which at times became desperate to the point 
of spilling blood. 

That phase of the struggle—if indeed it is a struggle— 
has passed; and today greater harmony between man- 
agement and labor is obvious. But surface harmony is 
not enough for national unity; and national unity can- 
not be achieved overnight. The aggressor nation abroad 
has been developing national unity on an active, care- 
fully planned basis for seven years. For almost the 


- game period of time, the foreign observer might claim 


that developments i in this country have pointed in an 
opposite direction. 

Obviously national unity is impossible in a democ- 
racy unless management and labor work closely together 
as ateam. The responsibility for such teamwork rests 
squarely on those of us in.the management group. 
Hence, i in addition to our social and profit responsibili- 
ties, we must now give renewed and revitalized atten- 

1Presented at a Round Table Conference on this subject at the 


24th Annual Meeting of THe Conrerence Boarp, held at the 


Waldorf-Astoria Hotel, New York City, May 22, 1940. 
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tion to our even more fundamental responsibility— 
national unity. 

I feel, therefore, that the subject “Improvement of 
Employer-Employee Relations” assumes a new im- 
portance in the light of current developments. I think 
also that the questions assigned to me for discussion 
are of interest not only to progressive, profit-minded 
executives but to every executive who finds that the 
terrible developments abroad stir in him a deep deter- 
mination that our national unity shall be sq strong that 
no aggressor nation will seek to reenact the tragic 
scene in our hemisphere. 

These questions are: 


1. How does the industrial executive today view the 
problem of maintaining friendly and cooperative labor 
relations ? 

2. How has his philosophy’ changed during recent 
years? 

3. What does he believe are his obligations and per- 
haps the obstacles to their proper fulfilment, and how 
would he i improve the situation ? 


To assist in the preparation of this paper, I submitted 
the above questions to a dozen progressive industrial_ 
ists. My interpretations of their replies have been com_ 
bined with impressions I have received from profes_ 
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sional and other contacts with industrial executives in 
a number of cities. 


How does the industrial executive today view the problem: 


Progressive management today considers employee 
relations as one of the major problems of the business 
which should be planned in advance as carefully as 
sales, production, purchasing, and finance are planned. 
For example. G. B. Hattersley, vice president in charge 
of operating, Sears, Roebuck & Company, stated re- 
cently that it was the practice of his company to 
“Consider employee relations on a par with customer 
relations, which is the highest compliment I can pay to 
the subject because we consider the customer the all- 
high boss of the business.” Some industrialists go even 
further and state that employee relations are more im- 
portant than any other phase of the company’s business. 

Employee relations is recognized by progressive man- 
agement as an essential basis for good public relations, 
about which there has been much ballyhoo in recent 
years. The industrial executive realizes, however, that 
no public relations program can ever hope to whitewash 
a company if its employee-relations house is not in 
order. In most companies, employee attitudes affect 
public opinion more than any other factor. Progressive 
management, therefore, is not putting the “cart before 
the horse’’ but instead is concentrating on the develop- 
ment of a sound long-range personnel program before 
undertaking any extensive public relations measures. 

On the negative side, it may be observed that a num- 
ber of industrialists are being impelled largely by a fear 
motive to give increasing attention to employee rela- 
tions. Instead of planning long-range constructive per- 
sonnel programs with a view to improving employee 
morale and increasing net profits, entirely too many 
companies are relying upon “trouble shooting’ and 
emergency repair measures to solve their labor prob- 
lems after they become acute. This has provided work 
for many lawyers, ex-government employees, and others 
who have set themselves up as labor relation experts, 
but it has failed to provide a sound basis for increased 
employee satisfaction and improved long-range net 
profits. Not enough industrial executives realize that 
preventive personnel administration is much more eco- 


nomical and effective than emergency defense measures. — 


Recent changes in the industrial executive's philosophy 


Although a number of progressive managements for 
many years have considered employee relations im- 
portant, few have recognized its full importance until 
recent years. For example, in response to my letter, 
A. W. Hawkes, president, Congoleum-Nairn, Inc., 
wrote: “‘I would say the great bulk of employers felt 
that the first objective of business was profit, keeping 
the plant in first-class shape, maintaining goodwill 
with customers, and the establishment of proper re- 


/ 


serves and surplus. Then if there was any time left, 
they would talk with some superintendent or foreman 
about the men. Today, they recognize that the good- 
will of the workers in the company is quite as important 
as the goodwill of the customers in the field.” 

More specifically, the changes in the thinking of in- 
dustrialists are indicated by the following tendencies: 


1. The recognition by progressive management that 
the long-range planning of employee relations is desir- 
able has led to the publishing of statements of personnel 
policies. Without definite objectives, employee rela- 
tions are likely to be spotty. Top executives, therefore, 
are making their employee relations policies specific, 
which means that personnel objectives are being 
thought through and clearly expressed in writing. Also, 
they are being distributed to the executive and super- 
visory forces who must put them into effect, and to the 
employees whose job relationships are vitally affected 
by them. 

2. There is also a growing recognition of the impor- 
tance of developing adequate procedures and techniques 
of personnel administration, which are necessary to put 
personnel policies into effect properly. Top manage- 
ment has become increasingly interested in such pro- 
cedures as job evaluation, organized wage and salary 
administration, rating of employee performance, psy- 
chological tests for employee selection, organized train- 
ing techniques, preventive health measures, organized 
pension plans, measurement of employee attitudes, and 
the like. 

3. The development of sound personnel policies and 
adequate personnel procedures has led to increasing 
emphasis on personnel research. Although many com- 
panies are inclined to install personnel procedures pri- 
marily because other companies are doing it, progres- 
sive management is beginning to develop its employee- 
relations plans on the basis of information secured 
through research. For example, the president of the 
Procter & Gamble Company, in reports to stockholders, 
has emphasized the importance of personnel research 
as well as research in other branches of the business. 

4. There is a tendency for the progressive industrial- 
ist to minimize the welfare and paternalistic aspects of 
employee relations. Although some executives still 
cherish the illusion of benevolent autocracy and look 
upon their workers as “‘children’’ who should have con- 
fidence in the wisdom and generosity of the “father,” 
truly progressive management is endeavoring to make 
the employees more self reliant. - 

5. In contrast to the paternalistic point of view in 
employee relations, there is a tendency for progressive 
management to view sound personnel management as a 
means for improving output, quality, costs, and profits. 
It is realized that these matters are closely related to 
employee attitudes and satisfaction. Expert personnel 
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administration is being developed, therefore, w th the 
realization that it will not only improve employee 
morale and prevent labor disputes, but also improve 
operations. Although the effect of these measures can- 
not be isolated specifically in the cost statement, pro- 
gressive managers know that they will pay in terms of 
long-range net profits. 


For example, the president of a well-known textile 
manufacturing company has attributed the excellent 
financial condition of his company and its harmonious 
employee relations to organized personnel management. 


_ 6. Along with the decline of paternalism and welfare 
in employee relations, labor spying and blacklisting 
appear to be disappearing in American industry. Many 
industrialists are free to admit that they were wrong in 
countenancing such practices in the past. In contrast, 
progressive managers are finding out what employees 
are thinking by means of open and above-board tech- 
niques of attitude measurement. 


7. There is a definite tendency in progressive cnm- 
panies to practice what may be called ‘‘consultative 
supervision.” Instead of arbitrarily establishing person- 
nel policies and procedures, progressive top manage- 
ment is consulting the foremen and other supervisory 
officials and obtaining their ideas and suggestions. Also, 
supervisors and executives are consulting with em- 
ployees or their representatives on matters affecting 
their interests prior to formulating policies or taking 
action. This point of view recognizes the simple but 
basic fact that human resentment is almost always 
stirred up when action which vitally concerns the indi- 
vidual is taken without consulting him. 


8. Closely related to consultative supervision is the 
growing tendency to disseminate pertinent company 
information to employees as well as to stockholders. 
In the past, it has been somewhat inconsistent on the 
one hand for the employer to tell his workers that they 
were members of a “big, happy family” and on the 
other to refrain from telling them the “‘facts of life.” 
Unfortunately, the “children” have obtained these 
“facts” from outside sources—not always correctly. 
But management will have to come clean in publishing 
reports to employees and not to camouflage; for ex- 
ample, it must not lump together the take-outs of 
employees and of management under one heading 
“wages and salaries paid out.” 


9. Increasing emphasis is being given the problem 
of stabilizing production and employment. It is gen- 
erally recognized that unemployment is our greatest 
labor problem. Progressive management is attempting 
to use every practicable means to provide continuity 
of employment and earnings. 


10. One of the most significant changes in the philos- 
ophy of industrial executives is their growing accept- 


ance of the right of employees in a democratic society to 
bargain collectively with management through repre- 
sentatives of their own choosing, but without coercion 
from any source. For example, W. L. Batt, president, 
SKF Industries, stated recently “For what it may be 
worth, I give it as my judgment that collective bargain- 
ing, as a guaranteed right of labor, is here to stay.” 
Most employers, of course, do not welcome unioniza- 
tion but, on the other hand, progressive managers are 
not opposing it and are advising their employees that 
it is the worker’s right and duty to decide for himself 
whether or not he will join a union, and which union 
he will join. 


11. Another significant change is the tendency of 
some executives to endeavor to make the union a con- 
structive force rather than to oppose it. For example, I 
recently had luncheon with a small group of progressive 
industrialists in Detroit, who stated quite frankly that 
a few years ago they would not have believed that they 
would be doing the things they were doing today. They 
claimed that they had made it their business to study 
carefully the unions with which they had collective 
agreements and to learn how to cooperate with them. 
One executive described how he recently discussed the 
quarterly earnings statement of his company (which, 
incidentally, was good) with the union officials before 
it was made public, with the result that for the first 
time the union refrained in its newspaper from’ attack- 
ing the company’s financial statements and instead 
spoke favorably of its relations with the management. 


12. In this metamorphosis of employee relations, the 
industrial relations man is emerging as a senior business 
executive. In the past, the progressive industrial cor- 
poration long had a vice president in charge of produc- 
tion, a marketing vice president to direct sales and 
advertising, and a treasurer in charge of financial 
operations. More recently, budgeting, accounting, and 
statistical activities have come under the centralized 
supervision of the controller. And now the industrial 
relations executive is being added to this group of senior 
executives reporting to the president of the company. 


In considering these changes, it should be recognized 
that they are not new or original ideas.. During the 
1920’s a group of personnel men and industrial relation’s 
specialists emphasized over and over again the basic 
philosophy of employee relations and the personnel 
policies and procedures which today are being adopted 
by progressive management. For example, one has 
only to review the publications of the American Man- 
agement Association during the 1920’s to discover a full 
discussion of most of the personnel practices which are 
now receiving wider acceptance. In the handful of com- 
panies which practiced sound personnel management 
during the 1920’s, one never hears today of serious 
labor difficulties. 
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What does the industrial executive believe are his obliga- 
tions and perhaps the obstacles to their proper fulfil- 
ment, and how would he improve the situation? 


The progressive industrialist today believes that he 
has just as much of an obligation to his employees as 
he has to his customers, to the public, and to the stock- 
holders of his company. More specifically, he believes 
that he has the following obligations to his employees: 


1. To pay for the various classes of positions in his 
company wages and salaries which will compare favor- 
ably with the prevailing scales of pay for similar posi- 
tions in the community and in the industry; with the 
understanding, of course, that the financial condition 
and competitive position of the company will determine 
its ability to do this. 

2. To establish hours of work, overtime standards, 
vacations with pay, and the like, which will compare 
favorably with similar standards in the community and 
the industry; provided conditions will permit. 


3. To make certain that there are no pay inequalities 
within the company. 

4. To recognize individual merit and accomplish- 
ment when making pay adjustments within the range 
of pay for each class of positions. 


5. To stabilize production, employment, and em- 
ployee earnings as much as possible. 


6. To share company prosperity equitably with 
employees. 

7. To provide a measure of protection to employees 
against the risks of illness, injury, death, old age, and 
unemployment. 


8. To improve operating efficiency and to lower costs 
and prices as means for increasing employment. 


9. To share equitably with employees any benefits 
from technological improvements, and to introduce 
these changes in a way that will minimize employee 
insecurity. 

10. To encourage employees to be self-reliant by 
developing thrift plans. 


11. To fill all vacancies by promotion from within 
the company on the basis of merit, whenever there are 
employees who are able to qualify under appropriate 
standards. 


12. To select the best qualified applicant available 
outside the company regardless of membership in any 
fraternal, religious, labor, or family group, whenever it 
is not practicable to fill a vacancy by promotion from 
within or by the reemployment of a qualified employee 
who has been laid off. 


13. To give appropriate consideration to length of 
service as well as to qualifications and merit whenever 
employees are to be laid off or reemployed. 


14. To protect employees against discrimination and 
arbitrary discharge. 

15. To train all employees to do their work efh- 
ciently and safely, and to train selected employees for 
promotion to positions of higher grade. 

16. To inform employees regularly about business 
conditions, the progress of the company, proposed 
changes which will vitally affect them, personnel poli- 
cies, company profits, the distribution of company 
earnings, and similar information of interest to them. 


17. To protect employees against disease and injury 
by providing sanitary and safe working conditions. 

18. To consult with employees or their representa- 
tives on matters affecting their interests prior to formu- 
lating plans or taking action. 

19. To provide each employee with a superior who 
will lead rather than boss him, will encourage him to 
put forth his best efforts, will stimulate him to make 
constructive suggestions for improving company opera- 
tions, will give him help when he needs it, and will 
recognize his individuality and accomplishment. (This 
applies not only to manual and clerical workers but also 
to foremen, superintendents, salesmen, technical special- 
ists and higher executives.) 

20. To define carefully to each employee his duties 
and responsibilities, to determine and specify what con- 
stitutes satisfactory performance in his position, and 
to keep him advised as to whether his performance is 
improving. 

21. To provide for the continuous discovery and 
prompt adjustment of complaints and grievances, with 
proper channels of appeal. 

22. To protect the right of each employee to belong 
to a union if he wants to, and to bargain collectively in 
good faith with any representatives of the employees 
properly chosen to represent them. 

23. To protect the security of employees by protect- 
ing the financial security and competitive position of 
the company. 


This list is by no means complete, but it covers most 
of the obligations to employees being assumed today 
by progressive executives. There are, however, in the 
minds of many industrialists a number of obstacles to 
the proper fulfilment of these obligations, some of which 
are giving even the most progressive executives con- 
siderable worry. 

Among the principal obstacles in the minds of many 
executives are certain provisions of the National Labor 
Relations Act and some of the quaint ways of the 
National Labor Relations Board. The progressive in- 
dustrialist does not ask that the Wagner Act be re- 
pealed, but he would like certain objectionable features 
changed. He would like to see his employees protected 
from coercion from any source, and he is not impressed 
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by arguments advanced by the Act’s apologists that 
state laws and local ordinances protect employees 
against coercion by unions. He would like to be pro- 
tected against strikes and boycotts to force the em- 
ployees of one union to join another. He is seriously 
concerned about his right of free speech, especially when 
he or his employees come in contact with labor leaders 
of the Scalise or Bioff type. Most of all, he would like 
to see sweeping changes made in the personnel of the 
Labor Board with the hope that its policies, procedures, 
and decisions will become more equitable and consistent. 


The industrial executive believes that obstacles in 
the Fair Labor Standards Act prevent him from under- 
taking certain employment stabilization measures. 
There are various rulings by the Wage Hour Adminis- 
tration which also plague him. He would like the 
objectionable features of this Act revised. 


There are many other deterrents to sound employee 
relations which the industrial executive believes have 
been erected by government. Most of all, he is indignant 
about the class consciousness which he feels has been 
stirred up, and about the incessant, unfair attacks by 
certain public officials on employers, profits, executive 
salaries, and private enterprise. All men are not born 
equal, and it is necessary to provide some forms of 
incentives in our capitalistic society. Employers would 
feel better if government officials, and union officials 
also, would admit that it is desirable to maintain a 
system whereby additional ability and performance 
can be worth more.pay. 

The progressive industrialist also fears that certain 
restrictive practices of unions will prove to be obstacles 
to the fulfilment of his obligations. Industry is dynamic; 
technology and markets are constantly changing; and 
management must gear company operations to new 
methods and new forms of competition. According to 
Professor Sumner H. Slichter: 


If the management is too severely restricted in re- 
warding efficiency or in discarding old methods of pro- 
duction, collective bargaining becomes a method of 
protecting vested interests in obsolete methods. Thus 
it becomes a method of keeping down the standard of 
living. Railroading is a conspicuous illustration of an 
industry in which changes in the location of plant, the 
type of equipment, and methods of operation have been 
substantially restricted by the terms of trade agreements 
and union-sponsored statutes. Many of these restrictions 
are easily defended, but let anyone who doubts the 
seriousness of some of them note the obstacles (some 
imposed by statute and some by trade agreement) which 
confront railroads which wish to combine terminals, to 
pool traffic, or to meet truck competition by running 
shorter, faster, or lighter trains, or by having road crews 
perform yard service. 


Some unions claim that such restrictive practices are 
caused by bad management; and personnel men agree 


that many of these claims are correct. But inefficient 
management is no excuse for unsound restrictions by 
unions. 

Another obstacle claimed by the progressive indus- 
trialist to retard sound employee relations is the appar- 
ent unawareness of many union officials of the necessity 
for pricing labor more effectively. He has seen the 
effects of bad pricing of labor in a number of industries 
where union shops have lost out in competition with 
those non-union. He has observed the effects of bad 
pricing on employment in the building construction 
industry. He has experienced buyers “‘strikes’” due to 
bad pricing. He would like to see more wisdom exer- 
cised by labor leaders in this matter, and more frankness 
in facing this issue with their constituents; and he is not 
impressed by union claims that the “‘closed-shop” and 
the “check-off” will facilitate better pricing of labor. 

The closed shop and check-off are in the minds of 
many executives obstacles to improved employee rela- 
tions. There is some tendency, however, to consider 
these matters more objectively and less emotionally. 
Some industrialists believe that these problems will not 
become acute if the management has behind it a clean 
record of ‘“‘hands-off” as regards the organization drives 
of the union and the issue of unionization per se. On the 
other hand, a few executives do not object to these 
items in collective agreements, because they feel that 
the control of constituents by responsible labor leaders 
is thus strengthened. Such executives claim that a 
responsible labor leader’s greatest problem is to keep 
his membership from forcing him to make unreasonable 
demands; and that management, therefore, should make 
reasonable efforts to strengthen his hand. 

The seniority problem in union relations has proved 
to be a headache to many executives. These executives 
believe that rigid or complicated seniority restrictions 
are deterrents to harmonious employee relations and 
profitable enterprise. But some industrialists have 
found that sound employment policies and adequate 
procedures have minimized seniority difficulties. Studies 
of employee attitudes have shown that many employees 
do not desire a rigid seniority formula, but prefer rather 
a flexible consideration of both length of service and 
merit and, to a lesser extent, need—when lay-offs are 
to be made. This attitude applies, however, only when 
the employees have confidence in the fairness and abil- 
ity of the management group from the foreman to the 
plant manager. 

The progressive industrialist believes that one way 
to put people back to work is by lowering cost and 
prices and thus increasing the demand for labor. It is 
not reassuring to him to read of the demands of labor 
leaders for shorter hours and higher wages as reemploy- 
ment measures. For example, the newspapers recently 
quoted one prominent representative of the American 
Federation of Labor as declaring, ““We want eight hours 
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pay and six hours work,” and another as stating that 
“All surveys of the effect of shortening working hours 
showed that at first there was a let-down in production 
but that when adjustment has been made, production 
returned to its former level under the same number of 
workmen.” 

These are some of the factors believed by the indus- 
trialist to be obstacles to the proper fulfilment of his 
obligations to his employees. But the progressive indus- 
trialist is a severer critic of himself. For example, one 
prominent employer wrote me: ‘‘Fundamentally, we 
feel that the great majority of obstacles which interfere 
with friendly and cooperative labor relations must be 
laid to the door of management.” Some progressive 
managements believe, therefore, that a long-range, con- 
structive personnel program is the soundest way of over- 
coming any deterrents which may have been erected. 
These employers are not impressed with the British 
and Swedish pictures of industrial relations which have 
been so glowingly painted by various authorities. Some 
industrialists recall visits during the 1920’s of British 
groups to study advanced methods of personnel admin- 
istration in this country, and the admiration of these 
visitors at the effectiveness of American methods. 

On the other hand, some industrialists believe that, 
in spite of efficient personnel management, even the 
most progressive employer may suffer at times because 
of the sins of less enlightened competitors or because of 
an overbalance of union strength in collective bargain- 
ing. For example, at the recent meeting of the United 
States Chamber of Commerce, Almon E. Roth, Presi- 
dent of the San Francisco Employers Council, stated: 
“Collective bargaining is primarily a pressure game, 
and industrial stability cannot be achieved unless and 
until there is a better balance of employer and employee 
strength.” Mr. Roth added that it was common sense 
to meet organization with organization, and that em- 
ployers had banded themselves together for collective 
bargaining in numerous instances on the West Coast. 


Progressive Steps to be Taken 


In conclusion, may I submit to you the proposition 
that the future course of employee relations in this 
country will be largely in the hands of management. A 
long-range, constructive program of personnel manage- 
ment by each company will do infinitely more to im- 
prove employee morale and efficiency, prevent labor 
strife, and increase net profits than all the defensive 
tactics, trouble-shooting, emergency repair measures, 
and labor legislation put together. Such a program 
envisages the following elements: 


1. A correct point of view on the part of the chief 
executive. This is the most difficult hurdle of all to get 
over. When industrial relations men get together and 
“take down their hair,” they usually complain of this 
dificulty of educating top management in a proper 


appreciation of employee relations. It is a sad com- 
mentary that many employers think that their em- 
ployee relations houses are in order when they are not. 


2. Sound personnel policies, clearly thought out and 
clearly expressed in writing, and developed by a process 
of consultation with the supervisory forces and with 
the employees or their representatives. 


3. A properly set up and well coordinated executive 
and supervisory group, who are being continuously 
trained in the art of personnel administration and the 
techniques of personal leadership. This means that fore- 
men training must start with top management—because 
in a number of companies today the foremen have been 
trained by outside agencies, with the result that many 
know much more about employee relations than their 
superiors—obviously-an unhealthy situation. 


In this connection, the president of a well-known 
manufacturing company wrote me: “I find that it is 
slow work to educate local plant managers, superintend- 
ents, overseers, and foremen to the change in the trend 
of affairs . . . I believe a process of education for the 
lower ranks of executives is the most important aspect 
to be faced and one of the slowest to realize.” 


4. An adequate and competent industrial relations 
staff, with appropriate status, responsible for assisting 
the chief executive and the executive and supervisory 
group in formulating and executing the personnel 
policies of the company. Mr. Hattersley states that 
“The Personnel Department must, of course, head up 
under a Director of Personnel who is responsible only 
to the President in order to insure independence of 
action.” 


5. Adequate personnel procedures and techniques, 
developed by research and by consultation with the 
management group and with the employees or their 
representatives, which will provide efficient tools for 
carrying out the personnel policies of the company. It 
is not enough to have good intentions—management 
must be equipped with proper tools of personnel 
administration. = 


6. Periodic checks of employee attitudes toward the 
management and its various personnel policies and pro- 
cedures. These checks can be made by means of special- 
ized techniques of attitude measurement, which seek to 
find out by open and above-board methods what the 
employees are thinking. These modern-techniques per- 
mit a control of employee relations not heretofore 
possible. S 


This program may be followed with little variation 
in both union and non-unionized shops. It is possible 
that such a program may make the latter more difficult 
to organize, but even the N.L.R.B. cannot logically 
criticize an employer for practicing equitable employee 
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relations. On the other hand, a sound personnel pro- 
gram in a union shop, developed through consultation 
with the union, should minimize complaints and 
grievances, prevent issues from arising, and lay the 
ground work for possible union-management coopera- 
tion in improving operations and the competitive posi- 
tion of the company. 

Whether or not union-management cooperation will 
prove to be practicable is a moot question. Certainly, 
it is worthy of a trial with some unions and in some 
companies. But union officers will need much education 
by management in production methods, employment 
procedures, wage systems, economic fundamentals, and 


Absence of Employees 


NROLLMENT in the National Guard or in mili- 


tary or naval reserve units carries with it an obliga- 
tion to report annually for periods of intensive training, 
and also to respond to calls to active service in case 
such service may become necessary. Companies having 
employees who are members of organized reserve units 
have had to establish policies regarding these annual 
required absences, which usually occur during the Sum- 
mer vacation period. Such questions as whether or not 
the employee should be paid for such absence, what 
rate he shall be paid, and whether or not such paid 
absence should be deducted from the vacation allow- 
ance, in case the company grants vacations with pay, 
have had to be considered and some definite company 
policy formulated. 

THe ConFrerence Boarop has recently been gather- 
ing information with regard to compensation for ab- 
sence on National Guard or Reserve Corps duty. Be- 
cause of the growing importance of this subject, an 
advance tabulation of data so far received on this point 
has been made and the results are shown below. Data 
are shown by the number of companies, classified 
according to the size of establishment. Replies from 
companies have been tabulated according to (1) those 
companies that pay employees for such absence, 
(2) those that do not pay, and (3) those that have no 
standard policy in the matter. Information on the two 
principal methods of compensating employees for such 
absence, namely, the employee’s regular earnings or 
the difference between his regular earnings and his 
government pay, and whether or not such time away is 
deducted from the employee’s vacation allowance is 


- also shown. Companies that do not pay for absence for 
military duty and companies that do pay employees for 


this absence but deduct the time from the vacation 


the like. Union leaders and the employees must also 
become better informed about pricing, competition, and 
market conditions. It is possible that this tra ning of 
shop stewards and higher union officers might logically 
parallel executive and supervisory training. 

I am confident that, if the problem of employer- 
employee relations is approached by management from 
these viewpoints and in terms of these principles, all of 
management’s major responsibilities can be fully dis- 
charged at the same time that its obligations to its 
employees are being discharged. In addition, industry 
will make more profits and will promote a more solid 
national unity. 


for Military Training 


allowance have been grouped together. This has been 
done because, while company policy in these two in- 
stances differs, the employees in the latter classification 
are in reality not receiving compensation any more than 
those who are not paid for such absence. 


NaTIOoNAL Guarp Pay 


It may be helpful to note here the rates of pay 
granted by the government to members of organized 
reserve units. Remuneration to members of the 
National Guard is uniform throughout the country, 


since it is established by the Federal Government and 


paid by it except when National Guard troops are called 
out for state duty. Payment for the enlisted personnel 
per day is on the basis of seven grades, as follows: 


Grade"/—Private: noes oe eee $1.00 
Grade 6—Private Ist class.............. $1.15 
Grades—Corporalse: aan eens ee $1.40 
Grade 4—Sergeantis «sc. ceapemateegen $1.80 
Grade 3—Staff Sergeant...............- $2.40 
Grade 2—Technical Sergeant............ $2.80 
Grade 1—Master Sergeant.............. $4.20 


A company First Sergeant draws the pay of the Techni- 
cal grade. This compensation to enlisted men is, of 
course, in addition to living costs. Seniority has no 
effect on the rate of pay. 


Rates for commissioned officers are subject to a num- 
ber of variations. Below are given base rates for 21 days’ 
service: 


Second Lieutenant...........<....... $ 87.50 
furstel teutenant....accssar =. Stee $116.67 
OAPEAM ara ces, wena saa aise aa $140.00 
INUATOE asco tcc% ons pkg hare $175.00 
Mientenant Colonels... ae ee $204.17 
Colonel 3. oe $235%03 
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TABLE 1: PAYMENT TO WAGE EARNERS FOR ABSENCE FOR NATIONAL GUARD OR RESERVE 
CORPS DUTY, BY COMPANIES, CLASSIFIED ACCORDING TO SIZE OF ESTABLISHMENT 


Total Companies 1 to 99° | 100 to 249 | 250 to 999 | 1,000 to | 5,000 or 
Polic tm- Em- Em- 4,999 Em- | More Em- | 
4 Number | Per Cent || ployees ployees ployees ployees ployees } 
Absence for military duty not paid for, or, if 
paid, deducted from vacation allowance..... 297 80.1 160 AS 12 } 
Absence paid for on some basis.............+5 72 19.4 30 20 14 
No standard company policy..............++. 2 0.5 1 1 sts 
LE OPAL aera Seated uae aso wae dts 191 26 || 
Absence paid for and time not deducted from || 
vacation allowance. Paid regular rate for: 
deals MLS oe SS na ck enna < 1 
Diweeks' cae deeeee ert ko oe aes ee 2 5a 2 3 
SAWEEKS fey. caput oy noow rae eanusas Go 1 : r 
Dimon thyetastseerodi ce areca aoc Ole ooterateren ace os la ie 
Duration Ofleavesu, extern ees oe 1 1 
‘Lime-notspecifiedsn arses arene la ad 
Rony Wee Gn oer re aie ee Seoce ps 6 6 + 
Paid difference in pay (4) for: 
fae oh Ee pn ee Re ne ee ee le 3 4c 5d 
EWEEK Sietrei tease iain oie tere alas wales cael Sis is 1 
MsINON Ghee arc ote Wiis Aipesec ve etert syed 1 a 
Wuration(ofleave s,s sede secs ieee < 4 3 
BRINE MOtISHECINEG +, vases pence ae eee oe 3a 1 
A OTAL SS coins Rae eet 1 11 8 6 
Absence paid for but no company policy with 
regard to vacations. Paid regular rate for: 
DEW EEKS err eRe ee Ree eek we ae la 2a 1 
Durationwolleave. yes. csetae ani aie ae i la 1 
Time *notispecitied car .nacsc cao ee a aa 1 ey 3 
AMC BSc acer aio ar inn aoe ee eee 2 2 2 1 
Paid difference in pay for: 
WEEK Simeriatias aaauataar en amie eee 1 7 2 9) 
Hemontlive nn sce et oe ee . 1 Sed 
Durationcolledve seine: eee ee 2 1 
FLimemot-specthied cnaamentceker act areata 5 3 1 1 
FL OTAE. (a tacueeiec men ae 3 11 3 3 


aln 1 company, 4 pay given 
éDifference between regular earnings and government pay 


In addition to base pay, commissioned officers receive 
allowances for subsistence and quarters, varying accord- 
ing to marital status. There are also pay variations on 
the basis of seniority. 


PREVALENCE OF PoLicy OF COMPENSATING 
EmpLoyvegEs AND Rates Paip 


As will be seen in Tables 1 and 2, the practice of pay- 
ing employees absent for military duty is much more 
prevalent for salaried employees than for wage earners. 
Almost half, or 43%, of the. companies pay salaried 
employees on some basis, while only 19.4% pay wage 
earners for such absence. Approximately the same pro- 
portion of companies in the various size groups (except 
in the case of those employing more than 5,000 persons) 
compensate salaried employees during absence for 
military duty. Payment to wage earners, however, is 
not extensive except in those companies employing 
1,000 or more persons. 


cIn 1 company, flat sum paid 
dIn 1 company, 3 weeks’ pay given last year 


The generally accepted policy for wage earners is to 
pay them the difference between their regular wages 
and their government pay, but in the case of salaried 
employees more than twice as many companies pay the 
regular rate as pay the difference. 


LENGTH OF Time Parp For 


In most concerns the length of time for which wage 
earners receive remuneration is two weeks. In the 
salaried group, the majority of companies pay either 
for two weeks, or for the duration of training, which in 
most cases has not extended beyond two weeks. 


Future Poticy 


Because of current world conditions the question has 
been raised regarding what policy companies will follow 
in connection with payment to employees who may be 
called for active duty or additional training in excess 
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TABLE 2: PAYMENT TO SALARIED EMPLOYEES FOR NATIONAL GUARD OR RESERVE CORPS 


DUTY BY COMPANIES, CLASSIFIED ACCORDING TO SIZE OF ESTABLISHMENT 


Total Companies 1 to 99 |100 to 249} 250 to 999] 1,000 to | 5,000 or 
Policy Biel pooruiga| Em- Em- Em- 4,999 Em- | More Em- 
Number | Per Cent |} ployees ployees ployees ployees ployees 
SS SSS SSS eee peels 
Absence not paid for, or, if paid, deducted from 
WACATION AUOWSNCES ts ese eo ee 215 54.7 29 Dy 88 384 5 
Absence paid for on some basis............... 169 43.0 26 35 57 39 12 
No standard company policy...... 9 Jno ae? 4 3 aah 2 
_ Oye com ene ee 393__| 100.0 || 35 96 148 77 7 
Absence not deducted from vacation allowance 
and employees paid regular rate for: 
a Sak gab ee he Ae I eA 18 1 1 mt 10 2 
PEOOES ce tandy ie Sis. scat te Phas RA cree tI 42 9 6 16 5 6 
UWS se te ctee te etek ee ra ra 3 a 3 ts <5 
Kimonth- 222 ie ote thar cs SLs 4 1 1 1 1 
Durationnbdutyawncdcn ckateokenis ete 41d 7 9 14 10 1 
AME NOE SPECINOG oo ees oe tera hte: 11 2 9 
TUBA Anca Sane aeons oe 119 18 2) 44 26 9 
Difference in pay for: 
DOR Rien eae oF IRR VORA We 5. 3 oe 1 2 ae 
PE WOOK Mn cle ecm teeta gaat amanes oe > 17 p) 4 3 6 2 
Sb WEEKS Scamnhnaisentees oes bev eres» <6 2 ae 2 = 
LICR: Mes Sv Oe eee Ce 2 1 1 ey 
Darstionor duty. ilk Tee ee, Le 21 4 7 7 3 
‘Timemor specie 5. cacxemircennres < sasaie ) 2 1 1 ae 1 
BUT CRS ee Ae 5 ES, See 50 8 13 13 13 3 


aln 1 company, non-commissioned officers paid, if married; in 1 company, deducted during first year of employment. 
4In 2 companies, 1% rate paid; in 1 company, 4 pay for of training period paid. 


TABLE 3: Po.ticiEs oF Companies IN Event MILITARY 
Tratninc Exceeps NormMaLt ANNUAL PERIOD OF 
Two WEEKs 


Salaried 


Employees Wage Earners 


Arrangements Covering 
Compensation 


Will pay regular rate for one week’s 
additional military duty....... 
Will pay regular rate for duration 
Of famines os tonnes Se 
Length of compensated period un- 
(alate g4i\iits: DR ee Caen Oe 


Will pay difference for one week’s 
additional military duty....... 
Will pay difference for two weeks’ 
additional military duty....... 
Will pay difference for duration of 
I PAMMING tate ot sg eee reo Bae 
In 1 com licy has not been finally approved. 
In 1 Soimpanyiae absent 3 weeks, no oni ol ag weeks, half of vacation 
allowance; 1 week, vacation. 


of the normal period. In order to make available needed 
information THE CoNnFERENCE Boarb asked a limited 
number of companies to outline their present practice 
and, if no definite plan had been formulated, to explain 
what they expected their future policy to be. The 
results of this short survey are shown in Table 3. 


* * * 


If the current practice of this small sample is indica- 
tive of the general policy of the future, it is probable 
that the trend will be to grant the additional time neces- 
sary, with no effect on the present vacation allowance of 
the employee, and, during the additional time, to pay 
the difference between the employee’s regular earnings 
and his service pay. While world events make it diffi- 
cult to foresee future needs, it is possible that the 
National Guard will be brought up to full strength, and 
longer periods of training than heretofore may become 
necessary. In the light of this probability, company 
executives will find it necessary to establish policies 
to cover probable contingencies. 


D. G. Donovan 
Fe Management Research Division 
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A Glance At Labor Statistics 


VERAGE HOURLY EARNINGS of all wage 

earners in 25 manufacturing industries rose from 
73.1¢ in March to 73.4¢ in April. The corresponding 
figure for April, 1939 was 71.7¢. 

Average weekly earnings of all wage earners in 25 
manufacturing industries advanced slightly, from 
$27.61 in March to $27.66 in April. In April, 1939 the 
figure was $26.27. 

Employment declined from an index number of 94.5 
in March to 93.9 in April. It was still substantially 
above the index of 85.0 in April, 1939. 

Average hours of work per week fell off very slightly, 
from 37.7 hours in March to 37.6 hours in April. Aver- 
age hours worked per week in April, 1939 were 36.8. 

The cost of living index advanced from 85.5 in March 


to 85.9 in April. The latter figure represents an increase 
of 1.1% over April, 1939. The purchasing value of the 
dollar on the basis of the cost of living declined from 
$1.170 in March to $1.164 in April, as compared with 
$1.00 in 1923. 

Real weekly wages, or the purchasing power of money 
wages, declined slightly, from 121.4 in March to 121.0 in 
April, as a result of the rise in the cost of living. Real 
wages, however, are still well above the 116.1 level of 
April, 1939. 

Unemployment declined from March to April, accord- 
ing to the estimates of THE ConFERENCE Boarp, by 
3.1%, resulting in an unemployment total of 8,981,000 
persons in April, as compared with 9,267,000 in March, 
and with 9,595,000 in April, 1939. 


LABOR TRENDS IN 25 MANUFACTURING INDUSTRIES AND THE COST OF LIVING, 1938-1940 
Source: THE CONFERENCE Boarp 


AVERAGE HOURLY EARNINGS 


A AVERAGE WEEKLY EARNINGS 
CENTS PER HOUR 


DOLLARS PER WEEK 
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AVERAGE Hourty Earnincs 1n Cents 
27 Manuracturine Inpusrries, Aprit, 1940 
Source: THe Conrerence Boarp 
AVERAGE FOR 
27 MFG. INDUSTRIES 


PETROLEUM 
REFINING 985 


PRINTING, NEWS 
AND MAGAZINE 


AUTOMOBILE 


RUBBER 


PRINTING, BOOK 
AND JOB 


AGRICULTURAL 
IMPLEMENT 


ELECTRICAL 
MANUFACTURING 89 


CHEMICAL 
MACHINES AND 


Machine Toors Ld 


FOUNDRIES 


OTHER FOUNDRY 74.9 
PRODUCTS 7 


MEAT PACKING 


LUMBER AND 
MILLWORK 


CEMENT 


HARDWARE AND 
SMALL PARTS 


FURNITURE 


! 
AND FINISHING 1 


PAPER PRODUCTS 


HOSIERY AND 
KNIT GOODS 


' 

' 

1 

i] 

' 

1 

BOOT AND SHOE : 
' 

1 


COTTON, NORTH 


InpustriaL Disputes, 1938, 1939, ann 1940 
Source: U.S. Bureau of Labor Statistics 


NUMBER OF STRIKES 
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mee WORKERS INVOLVED IN STRIKES 
le T 


THOUSANDS OF WORKERS 


{e) 
JAN. FEB. MAR. APR. MAY JUN. JUL. AUG. SEP. OCT. NOV. DEC. 


MAN-DAYS IDLE DURING MONTH 


‘ 


MILLIONS OF MAN-DAYS 


ore FEB. MAR, APR. MAY JUN. JUL. AUG. SEP. OCT. NOV, DEC. 


Chronology of Events Affecting Labor Relations 
May 11 to June 10, 1940 


May 


11. Wage-Hour Administration Announces Seasonal Opera- 
tions—Twenty industrial operations are classed by the 
Wage-Hour Administration as seasonal, and employers 
affected may work their employees 56 hours in any one 
week for fourteen weeks in any calendar year before 
being obliged to pay time and a half for overtime work. 


13. MinimumW age for Wool Industry—Wage-Hour Adminis- 
tration approves recommendation of wool industry com- 


“=. 
» 
ni 


mittee for minimum wage of 36 cents per hour, effective 
June 17. 


19 J.L.GW.U. Reports for Year—In accordance with its 
annual custom, the International Ladies’ Garment 
Workers’ Union, with about 250,000 members, gives out 
figures covering its 1939 operations. General income of 
all affiliated locals totaled $5,890,824. Of this amount, 
international headquarters received $1,788,845 for its 
various special funds, while the balance went to the 
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20 


21 


25 


27 


31 


local unions and joint funds. Total disbursements for 
the year totaled $5,192,098. 


Wage-Hour Act Enforcement—Colonel Fleming states: 
“We are going to enforce this law with all the energy 
we command.” Systematic inspection of companies, 
an industry at a time, is contemplated, at an annual 
estimated cost of $7,000,000. 


Uniform Wage Program Adopted—Amalgamated Cloth- 
ing Workers’ Union adopts plan based on establishment 
of identical wage standards for plants in all parts of 
country. Procedure is intended to standardize wages 
and prevent flight of factories from cities to low-wage 
areas. Ultimate stabilization of wages for-all clothing, 
glove, shirt and cleaning and dyeing workers represented 
by the union is sought. 


Union Guilty Under Anti-Racketeering Act—Local 807 
(New York City) of Teamsters’ Union, and 26 of its 
members found guilty in federal court by jury of six 
men and six women of interfering with interstate 
commerce and adding $1,000,000 a year to the cost of 
trucking foods and other commodities into city. The 
case was first test of indictments brought under Anti-— 
Racketeering Act. 


N.L.R.B. Issues New Ruling—Labor Board announces 
that hereafter hearings in the field on representation 
issues would be conducted in most instances by a re- 
gional field officer instead of by a staff trial examiner. 


Senate Passes LaFollette Civil Liberties Bill—After exten- 
sive amendment, Senate enacts LaFollette bill by vote 
of 47 to 20. In present form it forbids use of oppressive 
labor practices by employers in interstate commerce, 
such as use of strikebreakers and labor spies in labor 
disputes and possession or use of firearms or other 
“munitions” by any industry except banks and trust 
companies. It also provides that no industry covered 
shall employ aliens to a number of more than 10% of the 
total force, and no Nazi or Communist may be employed 
at all. Bill now goes to House. 


Supreme Court Rules on Apex Case—By a division of six 
to three United States Supreme Court overturns initial 
decision awarding damages of $711,932 against Local 706 
of Hosiery Workers Union for destruction of property 
and business of Apex Hosiery Company during sit-down 
strike in 1937 on ground that actions complained of did 
not materially interfere with interstate commerce, and, 
consequently, anti-trust laws do not apply in this case. 


First Strike Affecting Defense Program Called—Against 
the advice of union leaders, Local 16 of the Industrial 
Union of Maritime and Shipbuilding Workers of America 
(C.I.0.) go on strike at Federal Shipbuilding and Dry 
Dock Company, Kearny, New Jersey, in which war 
vessels are under construction. 


June 


2 Shipyard Strike Ends—After lasting three days, strike at 
Federal Shipbuilding and Dry Dock Company ends 
with workers returning to jobs pending further nego- 
tiation over questions in dispute. 


3 Auto Strike Authorized—Executive Board of the U.A.W.- 
C.1.O. authorizes its president to call a strike if neces- 
sary to enforce its demands for a new contract with 
General Motors Corporation. United States Conciliation 
Service endeavors to bring about agreement between 
company and union. 


4 C.I.0. Endorses Defense Program—Executive Board of 
C.1.0. approves national defense program but insists 
that social and labor legislation and labor’s right to 
organize be protected. 


5 IL.GW.U. Rejoins A.F.L—By overwhelming vote of 
640 to 12, delegates to annual convention of Inter- 
national Ladies’ Garment Workers’ Union decide to 
reaffiliate with A.F.L. This is one of the largest labor 
organizations, with a membership of about 250,000. 
It formed part of the original nucleus of the C.I.O., 
later withdrawing from that group, and for over a year 
has remained unaffiliated. 


7 House Votes N.L.R.A. Changes—With approval of A.F.L., 
House votes several changes in National Labor Rela- 
tions Act by 258 to 129. More important amendments 
include: (1) Creation of new board whose functions 
would be purely judicial, while investigative and prose- 
cuting functions would be handled by an administrator; 
(2) change in definition of “employee” to deny rein- 
statement to one proved to have participated in vio- 
lence; (3) revision of provision regarding employer 
intimidation to permit employer to express his opinions 
about labor matters so long as such expressions “‘are not 
accompanied by acts of coercion, intimidation, dis- 
crimination or threats thereof”; (4) permission for em- 
ployers to petition Board for election to determine col- 
lective bargaining agency; (5) requirement that Board 
adhere to common law rule that a preponderance of 
evidence is necessary to establish violation of the law; 
(6) requirement that Board conduct its proceedings 
insofar as practicable in accordance with rules of evi- 
dence in United States courts; (7) amendment requiring 
Board in determining bargaining agency to certify craft 
unions where there is a preponderance of votes favoring 
them; (8) provision that back pay charged against 
employers be limited to one year. Bill now goes: to 
Senate. 


Court Overturns Wage-Hour Ruling—Appellate Division 
of New York State Supreme Court reverses ruling of 
Wage-Hour Administration and unanimously holds 
that service employees of building are not subject to 
Wage-Hour law because space in building is occupied 
by companies engaged in interstate commerce. 


